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N
avy Rear Adm. “Lenn” Vincent,

Commandant of the Defense

Systems Management College

at Fort Belvoir, Va., greeted the

370 participants at the Eighth

Semiannual PEO/SYSCOM Comman-

ders Conference the morning of Octo-

ber 19 with a look to the future.

Vincent told the crowd that the theme

for the two-day conference, “For De-

fense: The Revolution in Business Af-

fairs,” had special meaning for the

College.

“The theme of this event describes a

concept this College believes is criti-

cal to the acquisition workforce,” he

said. “Training for our new ways of

doing business must be our No. 1 pri-

ority. At this College, it is a mandate

and a challenge that we take very se-

riously: empowering the acquisition

workforce.”

The overall agenda for the fall confer-

ence, sponsored by the Defense Systems

Affordability Council, marked the direct

result of a summer survey sent to all PEO

and SYSCOM Commanders. Input from

the day-to-day practitioners in the ac-

quisition and logistics communities

served as the foundation for the confer-

ence, which stressed three essential

themes in the revolution facing the De-

partment of Defense today: 

• Reducing Total Ownership Cost

• Reducing Cycle Time

• Integrating the Commercial and Mil-

itary Industrial Bases

The Winners 
Will Be theWarfighters
Dr. Jacques S. Gansler, Under Secretary

of Defense (Acquisition and Technol-

ogy) (USD[A&T]), roused the audience

with a challenge in his keynote speech

given the morning the conference

opened.

“What we’re asking you today is not just

to sustain the splendid efforts you’ve

made in Acquisition Reform, but expand

the fundamentals,” he said. “If you meet

the challenge, the results will be dra-

matic, and the winners will be the

warfighters.”

Gansler tagged Price-Based Acquisition

(PBA), Reducing Total Ownership Cost

(R-TOC), and Shorter Cycle Times as the

wave of the future in the DoD. He told

conference attendees to expect big

changes as the Department moves into

the 21st century.

“Hopefully, we won’t recognize acquisi-

tion in five years,” Gansler said. “To get

there, we need to focus on training and

education. Otherwise, we won’t meet the

demands placed before us.”

Gansler believes that A&T must also

change its focus from determining the

fairness of prices based on inputs, or

cost, to outcomes, meaning performance

“HOPEFULLY, WE WON ’T RECOGNIZE ACQUISITION IN FIVE YEARS. TO
GET THERE, WE NEED TO FOCUS ON TRAINING AND EDUCATION . 
OTHERWISE, WE WON’T MEET THE DEMANDS PLACED BEFORE US.”

—DR . JACQUES S. GANSLER USD(A&T)

Photos by Richard Mattox

Pugh is a staff reporter for the Free Lance-Star, Fredericksburg, Va.
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and value. Price-Based Acquisition, he

says, is one key to reducing Total Own-

ership Cost.

“We should establish contractual rela-

tionships that use price analyses. This is

the way the commercial world functions,

and it should be the way we function.”

And while the DoD operates under gov-

ernmental rules, it needs to engage the

commercial world in the revolution in

business today, he told the crowd. But

the challenge to Defense acquisition

doesn’t loom in the distant future,

Gansler warned. “The future is today.”

All programs starting in 1999 and be-

yond should boast 25-percent shorter

cycle times than comparable projects in

the works today. “Information Age tech-

nology cycles are 18 months,” he said.

“In the DoD, it’s more like 11 to 13 years.”

Gansler commended the conference at-

tendees for their commitment to Acqui-

sition Reform, but noted that there is still

a long way to go. “The reason we’re here

for this conference is that we realize how

much more has to be done,” he said.

“We’re sold on it, but we have to en-

courage others to be sold also.

“In the cost area,” Gansler continued,

“two of our specific objectives are to

achieve or surpass Cost As An Inde-

pendent Variable (CAIV) targets for at

least 50 percent of our systems pro-

grams in Acquisition by the Year 2000,

and to reduce the annual support cost

per fielded weapon system by 20 per-

cent by the Year 2005 as compared to

the 1997 baseline.

“As a personal word to each of you who

are here today,” Gansler told the con-

ferees, “I am looking to you to provide,

not only your support, but your can-

did criticism and assessment of what

we, collectively and individually, are

doing and how we are going about it.”

Cycle Time Reduction —
A Business Tool
In the first session of the conference, Joe

Eash, Deputy Under Secretary of De-

fense (Advanced Technology), showed

just how detrimental 10- to 20-year cycle

times can be to the DoD.

“We cannot predict threats 20 years in

the future,” he said during his presen-

tation, “The Revolution in Business Af-

fairs.” Eash illustrated his point with a

graphic showing how much history can

change in two decades.

In 1919, Japan was an ally to the United

States. In 1939, Japan was a major ad-

versary. In 1945, Vietnam was an ally and

a French colony. In 1965, Vietnam was

a major adversary, and the United States

was on the brink of war.

In 1971, Saddam Hussein was eight years

away from power. In 1991, the United

States went to war in Desert Storm. It is

now 1998, the post-Cold War era. Giv-

ing the conferees something to think

about, he asked them to consider the

question, “What will 2018 hold?”

Cycle Time Reduction is one answer to

lower cost, Eash said. It is also one of

the most powerful, popular tools in the

business world, listed by corporations

as a multi-purpose way to achieve prof-

itable financial results and improve long-

term capabilities.

In recent years, automobile, commercial

aircraft, and consumer electronics com-

panies have achieved 50- to 60-percent

cycle time reductions, Eash told the con-

ferees. What has to change for such cycle

time reductions to become a reality in

the DoD? “Technology, Acquisition, Re-

quirements, and Sustainment,” accord-

ing to Eash, “will all play a role.

“We need to start off with mature tech-

nology, not wait for it. We need user-val-

idated technology,” he continued. 

Requirements, according to Eash, need

to focus on near-term needs, matched

to technology. Acquisition must be a sin-

gle-phase, schedule-driven and fully

funded, with a plan for evolution. Sus-

tainment must be considered in the

process early, to make sure the systems

can be maintained at low cost. Having

fewer systems in acquisition is also a key

to fully funding programs.

Overall, programming lead times need

to be reduced, Eash said. “The Packard

Commission told us that it is possible to

cut this cycle in half, and that is the chal-

lenge we face.”

Status of R-TOC Working Group
Dr. Spiros Pallas, Principal Deputy Di-

rector of Strategic and Tactical Systems,

Office of the Under Secretary of De-

fense (Acquisition and Technology),

presented the status of the Reduction

in Total Ownership Cost (R-TOC)

Working Group. Discussion included

progress made since he initiated the

R-TOC Working Group in July.

Pallas, named by Dr. Gansler as the

Champion for R-TOC, reviewed the

five high-priority, near-term R-TOC

payoff areas that the TOC Working

Group identified in its two-hour meet-

ings each Tuesday and Thursday.

Group members developed five draft

roadmaps for these areas. The devel-

opment of each of these formed the

five R-TOC breakout sessions on the

“FROM WHERE I SIT,
SOMETIMES REQUIREMENTS
SEEM LUDICROUS… W E CAN
REALLY COME OUT WITH A
MUCH STRONGER PROCESS.
EDUCATION IS GOING TO BE
THE KEY TO WHAT WE’RE
DOING THERE.”

—DARLEEN DRUYUN

PRINCIPAL DEPUTY ASSISTANT SAF 
(ACQUISITION & MANAGEMENT)
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first day of the conference. The break-

out sessions included:

• Logistics Cycle Time Reduction

• Funding Stability for R-TOC Pro-

grams

• R-TOC Cost Drivers

• Life Cycle Costs in Key Performance

Parameters (KPP) and Analyses of

Alternatives (AoA)

• Up-front R-TOC Investments

“We must streamline TOC activity, de-

velop a DoD roadmap for the reduc-

tion of TOC, identify new tools, and

develop training and educational

needs,” Pallas told attendees.

The breakout groups met simultane-

ously in the afternoon, each taking in-

tense looks at the most important

aspects of R-TOC and refining the draft

roadmaps formed by the working

groups. On the second day of the Con-

ference, the Leader of each breakout

session reported on their discussions

to Dr. Jacques Gansler, USD(A&T);

David Oliver, Principal Deputy Under

Secretary of Defense (Acquisition and

Technology) (PDUSD[A&T]); and the

Service Acquisition Executives. 

For the future of the Working Group,

Dr. Pallas sees the need for three things:

• The continuation of review and in-

tegration of various R-TOC efforts.

• Development of a pilot program

forum to engage senior DoD lead-

ership.

• The development of an integrated 

R-TOC strategy.

Meeting the Requirements of the
21st Century
In his talk “Reinventing Logistics for

the 21st Century,” Louis Kratz, Direc-

tor of Logistics Reinvention for the

DoD, called for a robust partnership

with commercial sector industry as we

enter the new millennium.

During his presentation, Kratz said his

main focus is reducing order-to-receipt

time for parts from 36 days to five days

through improved information man-

agement and rapid transportation.

“To do this,” he said, “logistics must cap-

ture consumption and requirements at

the point of need, then relay that need

via commercial standards to industrial

partners and allies.

“The structure we have today will not

meet the requirements of the 21st cen-

tury,” Kratz said. “To achieve required

modernization, we must break the vi-

cious cycle via process change and in-

formation technology. We need to do

some serious reengineering. We are ask-

ing our soldiers to perform a 21st cen-

tury mission with 1960s’ and 1970s’

technology.”

The operation and maintenance of our

aging fleet consumes over $8 billion per

year, Kratz told the attendees. “We are

choking off our resources for modern-

ization.”

To accomplish reinvention, Kratz said,

logistics needs to tackle the following

areas:

• Improve service to the warfighter

through response times, agility, and

accuracy.

• Optimize the logistics footprint to en-

able agility.

• Develop an asset-based infrastructure.

• Reduce logistics costs to enable mod-

ernization.

Art Money Talks Y2K
During lunch on Day 1 of the confer-

ence, Art Money talked about the Y2K

compliance challenges he faces in his

work as the Senior Civilian Official with

the Office of the Assistant Secretary of

Defense, C3I. Essentially, it’s Money’s

job to ensure the continuity of mission-

essential DoD operations, despite Y2K

disruptions.

“It will cost the DoD at least $1.1 billion

to deal with Y2K,” Money said. “It is the

electronic Waterloo, with the idea that

we win. The French didn’t come back.”

Within OASD(C3I), goals and priorities

for the 21st century include:

• Ensuring globally secure connectivity

and critical infrastructure protection.

• Building a coherent global network.

• Promoting the development of a

knowledge-based workforce within

the DoD.

• Planning and implementing joint and

combined, end-to-end, C3I space re-

connaissance and space integration.

• Promoting electronic commerce and

business process change throughout

the DoD.

• Establishing policies and budget pri-

orities that will lead to the reinvention

of intelligence for the 21st century.

Money also urged all DoD officials to be

cautious in their day-to-day computer

work, since terrorism has gone high-tech.

“We all need to be aware of security as

technology grows and becomes more

available and widespread, particularly

as we near the year 2000,” he said.

The Future of the 
Acquisition Workforce
An evening panel led by Stan Soloway,

Deputy Under Secretary of Defense (Ac-

quisition Reform), tackled questions from

the audience about the Defense acquisi-

tion workforce. In addition to Soloway

and Dr. Gansler, the panel included David

Oliver, PDUSD(A&T); David Berteau,

Corporate Vice President of Science Ap-

plications International Corporation; Paul

Schneider, Principal Deputy Assistant Sec-

retary of the Navy (Research, Develop-

ment, and Acquisition); Dr. Kenneth

“THERE IS GREAT INCENTIVE
NOT TO REDUCE OUR
STRENGTH .” 

—DAVID OLIVER

PDUSD(A&T)



P M  :  N O V E M B E R - D E C E M B E R  1 9 9 8 69

Oscar, Deputy Assistant Secretary of the

Army for Procurement; and Dr. Donald

Cymrot, Director of the Workforce Ed-

ucation and Training Team at the Cen-

ter for Naval Analysis.

Dr. Gansler opened the discussion, re-

minding the conference attendees to rec-

ognize the changing nature of what the

DoD has been asked to do. “We have an

aging workforce,” he said. “Compared

with the skills we need, you can see the

dilemma we’re going to have.”

The future, he believes, will require more

decision making, and thus more skill in

decision makers. Says Gansler, “We will

have fewer ‘doer’s’ and more managers.”

One question from the audience sparked

a long discussion about the many as-

pects of DoD downsizing. The attendee

asked how the Department could be sav-

ing money with staff reductions while

continuing to offer pay increases. “The

ideas from this conference make great

sense, but how can we implement them

without staff?” he asked.

“There is great incentive not to reduce

our strength,” Oliver said. 

“Whatever we do, we have to pay the peo-

ple,” Cymrot added. “I absolutely dis-

agree with not funding the people.”

Schneider said he hopes to see the DoD

workforce on an even-keel in years to

come. “We projected into the future and

decided to take the pain sooner rather

than later,” he said. “We hope the result

is a stabilizing of the future workforce.”

Dr. Gansler fielded the question by

deeming “process changes” as the only

answer for significant downsizing. “Don’t

make the assumption that you’re going

to do the same job with fewer people,”

Gansler said, “because you’re not. The

processes must change.” 

Other questions from the attendees had

the panel dealing with such subjects as:

job rotations between government and

industry; hiring mid-career personnel

into government positions; moving civil-

ian personnel around in jobs requiring

military career designators or occupa-

tional specialties to acquire new skills;

hiring a base number of young gradu-

ates to begin to build a base of A&T re-

sources; education and training issues;

and program manager responsibilities.

The Breakout Sessions
The second day of the conference began

with a report-out from the previous af-

ternoon’s six breakout sessions on Cycle

Time and R-TOC.

Cycle Time Session

Joe Eash reported-out for the team fo-

cusing on “Cycle Time Reduction.”

During their breakout session, they

studied current cycle time data, 

ongoing Service initiatives, targets,

goals, and required actions. They then

went into a workshop to analyze the

cycle time implications for a specific

product.

According to Eash, the group made

progress, but there is much more work

to be done. An economic analysis must

be completed to find the most impor-

tant factor for a particular product.

Time may not be the most important

element.

The four economic objectives/elements

studied were: 1) development speed,

2) product performance, 3) product cost,

and 4) development expense.

Members of the cycle time session

reported these four selected observa-

tions:

• Almost every weapons system that

the DoD is working on is needed

today.

• If the DoD wants to do things faster,

it could.

• Cycle time is best addressed at the

beginning of programs.

• Many of the key drivers are outside

of the direct control of the acquisi-

tion community, such as budgeting

and requirements.

Funding Stability for 

R-TOC Programs

Navy Rear Adm. Jeff Cook, PEO for

Tactical Aircraft Programs (represent-

ing Dr. Ken Oscar) discussed the

outcome of this Group’s work on

“Funding Stability for R-TOC Pro-

grams.” This Group considered the

problem areas undermining R-TOC ef-

forts and reported them as the fol-

lowing:

• Requirements Process (ill-defined, Re-

quirements growth, and pushing for

too-far-out technologies).

• Program Execution (technical opti-

mism, optimistic bids, no reserves,

multi-year procurements, and program

transition and turnover).

• External Factors (inflation, changes

in political atmosphere, undistributed

cuts, and migration of funding to Op-

erations and Maintenance budgets).

• More Programs than Available Funds

(reluctance to kill programs, stretch-

outs, and unrealistic “squeezing” of

programs).

The Group brainstormed solutions, de-

ciding that: 1) more team effort is

needed early-on; 2) programs do not

need to go after all new technology at

one time; 3) DoD officials need to es-

tablish a Top 10 list of untouchable

projects with Congress; and 4) those

wielding the red pens should make

budget cuts in bulk versus targeting

specific weapons systems.

“THE PRESERVATION OF THE
STATUS QUO IS NOT SERVING
US WELL.”

—H. LEE BUCHANAN

ASN(RD&A)



1
SPEAKING AT A SESSION ON CYCLE TIME REDUCTION , AIR

FORCE CA P T. ROSS MCNU T T PRESENTED “TH E DO D

SCHEDULE DEVELOPMENT PROCESS.” MCNUTT IS A N AIR

FORCE STRATEGIC BUSINESS PLANNER (LEAN AEROSPACE

INITIATIVE), OFFICE OF THE SECRETARY OF THE AIR FORCE

(ACQUISITION).

2
IN HIS TALK “REINVENTING LOGISTICS FOR THE 21ST

CENTURY,” LOUIS A. KRATZ,  DIRECTOR OF LOGISTICS RE-

FORM FOR THE DOD, CALLED FOR A ROBUST PARTNERSHIP

WITH THE COMMERCIAL SECTOR AND INDUSTRY AS WE HEAD

INTO THE N E WMILLENNIUM .  DURING A TOTAL OWNERSHIP

COST BREAKOUT GROUP, KRATZ ALSO FACILITATED A SES-

SION ON LOGISTICS CYCLE TIME REDUCTION .

3
CONFERENCE EXHIBIT —  NAVY ACQUISITION REFORM DIS-

PLAY. PICTURED FROM LEFT: AIR FORCE MAJ.  GEN . CLAUDE

BOLTON ,  DIRECTOR O F REQUIREMENTS , AIR FORCE MA-

TERIEL COMMAND ;  DONA LEE;  DR . JIM PRICE,  DEAN , RE-

SEARCH,  CONSULTING, AND INFORMATION DIVISION , DSMC.

4
NAVY REAR ADM. “LENN” VINCENT, DSMC COMMANDANT,

WELCOMED CONFEREES TO THE FALL CONFERENCE.

5
BLAISE DURANTE ,  DEPUTY ASSISTANT SECRETARY O F THE

AIR FORCE FOR MANAGEMENT POLICY AND PROGRAM

INTEGRATION , LED THE BREAKOUT GROUP ON “ UP-FRONT

R-TOC INVESTMENTS.”

6
RETIRED AIR FORCE LT. GEN . “TOM” FERGUSON DELIVERED

THE CONFERENCE OPENING REMARKS AND INTRODUCED

THE KEYNOTE SPEAKER .

7
DR. JACQUES S. GANSLER, UNDER SECRETARY O F DEFENSE

(ACQUISITION & TECHNOLOGY), SAID IN HIS KEYNOTE RE-

MARKS THAT “…T H E CHALLENGE TO DEFENSE ACQUISITION

DOESN ’T LOOM IN THE DISTANT FUTURE. TH E FUTURE IS

TODAY.”

8
LINDA NORTHROP,  DIRECTOR,  PRODUCT LINE SYSTEMS

PROGRAM , FOR THE SOFTWARE ENGINEERING INSTITUTE

AT CARNEGIE -MELLON UNIVERSITY, FLEW TO WASHING-

O C T .  1 9 - 2 0 ,  1 9 9 8 ,  
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TON O N A RED-EYE FLIGHT TO DELIVER HER CONFERENCE

PRESENTATION , “ARCHITECTURE BASED SYSTEMS .”

9
TERRENCE A. “TERRY” TREPAL, ACTING DEPUTY FOR MA-

TERIEL AND DISTRIBUTION MANAGEMENT,  OFFICE OF THE

DEPUTY UNDER SECRETARY OF DEFENSE (LOGISTICS).

10
A LIVELY DISCUSSION PANEL LED BY STAN SOLOWAY,

DEPUTY UNDER SECRETARY OF DEFENSE (ACQUISITION

REFORM), TACKLED QUESTIONS FROM CONFEREES ABOUT

THE DEFENSE ACQUISITION WORKFORCE. PICTURED FROM

LEFT: SOLOWAY;  DAVID BERTEAU , CORPORATE VICE

PRESIDENT OF SCIENCE APPLICATIONS INTERNATIONAL

CORPORATION ;  DR .  DONALD CYMROT,  DIRECTOR OF THE

WORKFORCE EDUCATION AND TRAINING TEAM AT THE

CENTER FOR NAVAL ANALYSIS ;  DR . JACQUES S. GANSLER

(USD[A&T]; DAVID OLIVER , PRINCIPAL DEPUTY,

USD(A&T); DR . KENNETH OSCAR ,  DEPUTY ASSISTANT

SECRETARY OF THE ARMY FOR PROCUREMENT; AND

PAUL SCHNEIDER , PRINCIPAL DEPUTY ASSISTANT SECRE-

TARY OF THE NAVY (RESEARCH,  DEVELOPMENT, AND AC-

QUISITION).

11
PASQUALE “PAT” TAMBURRINO JR . ,  DEPUTY PROGRAM

EXECUTIVE OFFICER , SUBMARINES , LED ONE O F THE

BREAKOUT GROUPS ON TOTAL OWNERSHIP COST.  HIS

DISCUSSION FOCUSED ON “LIFE CYCLE COSTS IN KPPS

[KEY PERFORMANCE PARAMETERS] AND AOAS [ANALY-

SIS OF ALTERNATIVES ].”

12
CYCLE TIME GROUP LEADERS AND TOTAL OWNERSHIP

COST BREAKOUT GROUP LEADERS REPORTED-OUT TO

THE ACQUISITION EXECUTIVES PANEL O N DAY 2 OF THE

CONFERENCE. PANEL MEMBERS PICTURED FROM LEFT:

DAVID OLIVER , PRINCIPAL DEPUTY USD(A&T); DR .

JACQUES S. GANSLER , USD(A&T); DARLEEN DRUYUN,

PRINCIPAL DEPUTY ASSISTANT SECRETARY OF THE AIR

FORCE (ACQUISITION AND MANAGEMENT); PAUL J.

HOEPER ,  ASSISTANT SECRETARY OF THE ARMY

(RESEARCH,  DEVELOPMENT, AND ACQUISITION); AND H.

LEE BUCHANAN,  ASSISTANT SECRETARY OF THE NAVY

(RESEARCH,  DEVELOPMENT, AND ACQUISITION).

Photos by Richard Mattox
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1
DO N N A RICHBOURG , PRINCIPAL ASSISTANT TO T H E

DEPUTY UNDER SECRETARY O F DEFENSE (ACQUISI-

TION REFORM ).

2
DR . PATRICIA SA N D E R S,  DIRECTOR OF TEST,
SYSTEMS ENGINEERING, AND EVALUATION SPOKE O N

“WH Y S IMULATION-BASED ACQUISIT ION (SBA)?”

3
CONFERENCE EXHIBIT — AIR FORCE ACQUISIT ION

REFORM DISPLAY. PICTURED F R O M LEFT: AIR FO R C E

BRIG. GEN .  WILLIAM BOND , CO M M A N D I N G

GENERAL , S IMULATION TRAINING AND INSTRUMEN-

TATION CO M M A N D ; AIR FO R C E CO L.  WILLIAM W.
SELAH , SAF/AQXA; NAVY CAPT. BOB VE R N O N ,

DEAN , SCHOOL OF PROGRAM MANAGEMENT DIV I-

SION , DSMC.

4
ALWAYS A C R O W D PLEASER , ART MONEY, SENIOR

CIVILIAN OFFICIAL WITH THE OFFICE O F THE ASSIS-

TANT SECRETARY OF DEFENSE FOR CO M M A N D ,

CO N T R O L, COMMUNICATIONS , AND INTELLIGENCE

(C3I) ENTERTAINED AND INFORMED CONFEREES

OVER LUNCH ON THE TOPIC OF Y2K COMPLIANCE

AND T H E CHALLENGES AHEAD .  MO N E Y A L S O SPOKE

ON C3I’S GOALS AND PRIORITIES F O R THE 21ST

CENTURY. 

5
AIR FORCE CO L. PHILIP A. FAYE ,  DIRECTOR OF

REQUIREMENTS FOR THE JOINT STRIKE FIGHTER

PROGRAM , PRESENTED “TH E JOINT STRIKE FIGHTER

— FLYING WITH S IMULATION-BASED ACQUISIT ION .”

6
STEVEN GRUNDMAN , ACTING DEPUTY UNDER

SECRETARY O F DEFENSE (INDUSTRIAL AFFAIRS AND

INSTALLATIONS ), INSPIRED T H E C R O W D W I T H HIS

TALK ON “LEVERAGING AVAILABLE INDUSTRIAL CA-

PABILITIES : GETTING BEST VALUE .”

7
DR . SP IROS PALLAS, PRINCIPAL DEPUTY DIRECTOR

OF STRATEGIC AND TACTICAL SYSTEMS ,  OFFICE O F

THE UNDER SECRETARY OF DEFENSE (ACQUISIT ION

O C T .  1 9 - 2 0 ,  1 9 9 8 ,  
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AND TECHNOLOGY), DISCUSSED PROGRESS

M A D E SINCE HE INITIATED T H E REDUCT ION IN

TOTAL OWNERSHIP COST WORKING GROUP IN

JULY.

8
DAN FINK ,  OFFICE O F THE CHIEF OF NAVAL

OPERATIONS (N4).

9
JOSEPH J. “JOE” EASH III, DEPUTY UNDER

SECRETARY OF DEFENSE (ADVANCED TE C H N O L-

O G Y), S P O K E O N A “REVOLUTION IN BUSINESS

AFFAIRS” AND DESCRIBED JUST HOW DETRIMEN-

TAL 10- TO 20-Y E A R CYCLE TIMES CAN BE TO

T H E DO D.

10
STAN SOLOWAY,  DEPUTY UNDER SECRETARY

O F DEFENSE (ACQUISIT ION REFORM ), LED A

MID-MORNING PANEL LOOKING AT CIVIL-MILITARY

INTEGRATION A N D GETTING TO A PRICE-BASED

ACQUISIT ION ENV IRONMENT. PA N E L M E M B E R S

PICTURED F R O M LEFT: VINCENT SULLIVAN , 

CONTRACT RELATIONS ADVISOR , IBM; AIR

FORCE MAJ. GEN . TIMOTHY MALISHENKO , COM-

M A N D E R ,  DEFENSE CONTRACT MANAGEMENT

CO M M A N D ; WILLIAM STUSSIE ,  DEPUTY ASSIS-
TANT SECRETARY OF THE NAVY (AIR

PROGRAMS ); DR . ROBERT HERMANN ,  DEFENSE

SCIENCE BO A R D ; SOLOWAY.

11
EILEEN ROBERSON , ACQUISIT ION REFORM

EXECUTIVE WITH THE ASSISTANT SECRETARY OF

T H E NAVY, OUTLINED THE TOTAL OWNERSHIP

COST BREAKOUT G R O U P ’S TOPIC , “R-TOC COST

DRIVERS .”

12
CONFERENCE EXHIBIT — AR M Y ACQUISIT ION

REFORM DISPLAY. PICTURED FROM LEFT: AR M Y

STAFF SGT. PA U L GRANT; KATHI TUZZIO ;  MARIA

HUGHES ; LELAND TH O R P E .

Photos by Richard Mattox
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Logistics Cycle Time Reduction

Representing Lou Kratz, Terry Trepal,

Deputy for Material and Distribution

Management in the Office of the Deputy

Under Secretary of Defense (Logistics),

listed a set of Key Observations on Lo-

gistics Cycle Time Reduction. 

We must look at the overall logistics in-

frastructure and processes, said Trepal,

since all of the Services have significant

efforts ongoing in logistics reengineer-

ing. Any roadmap for this area, he con-

tinued, must include the following key

logistics processes: supply, depot-level

turnaround time, transportation, and re-

procurement.

Defining a set of logistics cycle times and

measurement issues for each of these

key logistics processes was the Group’s

next step.

Finally, based on the discussions, issues,

and outcomes of their decisions, the

Group updated the initial draft roadmap

for Logistics Cycle Time Reduction. The

desired outcome: “To reduce all logistics

cycle times to enable an average five-day

Logistics Response Time by the year

2005.”

R-TOC Cost Drivers

Eileen Roberson, Acquisition Reform Ex-

ecutive with the Assistant Secretary of

the Navy, outlined her group’s breakout

topic, “R-TOC Cost Drivers.” Roberson

presented ongoing cost collection efforts

that will provide the capabilities neces-

sary to understand cost drivers and take

action to reduce TOC.

The current strategy for understanding

cost drivers is based on the Visibility and

Management of Operating and Support

Costs (VAMOSC) system for costs 

and Activity-Based Costing (ABC) for

processes. “We need to provide more ed-

ucation resources for the workforce on

both of these systems. We must make

sure program managers are qualified to

analyze ABC and VAMOSC data in order

to make informed/correct decisions.”

Life Cycle Costs in KPPs and AoAs

Pat Tamburrino Jr., Deputy Program Ex-

ecutive, Submarines, led the breakout

discussion of “Life Cycle Costs [LCC] in

KPPs [Key Performance Parameters] and

AoAs [Analysis of Alternatives].”

The Group faced one key question:

Should Life Cycle Cost/Total Ownership

Cost be a KPP?

“The general answer was, ‘it depends,’”

Tamburrino said. Members of the group

were against blanket incorporation of

LCC in KPPs. They found it was diffi-

cult to measure and verify these costs in

the early developmental phases of pro-

grams. However, LCC/TOC is an ap-

propriate KPP if the cost of a new system

must be lower than the cost of the sys-

tem it is replacing.

One of the Group’s conclusions was that

more discussions are needed between

the warfighter and the acquisition com-

munity on accountability for LCC/TOC.

Up-front R-TOC Investments

Blaise Durante, Deputy Assistant Secre-

tary of Management Policy and Program

Integration, led the breakout Group 

focusing on “Up-front R-TOC Invest-

ments.” The opening discussion dealt

with the need for a written Leader-

ship Commitment to R-TOC from the

Chairman of the Joint Staff and the

USD(A&T) in the form of a Strategic

Plan and Defense Planning Guidance.

The group worked on a roadmap for Up-

front R-TOC Investments with four top-

ics dominating the agenda:

• Apply Cost As An Independent Vari-

able (CAIV) to Force Structure (retire

force structure, investment needs, and

budget issues).

• Find innovative methods for going

ahead with R-TOC investments.

• Review related R-TOC innovations for

effects on cost.

• Lower funding authority for R-TOC

efforts to the program manager level.

(For more detailed information on the

four problem areas discussed in this sec-

tion, see the Conference Web site listed

at the end of this article.)

Simulation-Based Acquisition
Dr. Patricia Sanders, Director of Test, Sys-

tems Engineering, and Evaluation, along

with Lockheed Martin Program Man-

ager Jeff Gleeson and Air Force Col.

Philip A. Faye, Director of Requirements

for the Joint Strike Fighter Program, took

turns explaining simulation technology

from their unique points of view.

“We need to develop a synthetic battle-

space for the DoD,” Sanders said. She

told attendees that SBA is a vital part of

the solution to problems facing defense

systems acquisition as it applies to ad-

vances in information technology. The

DoD agreed-upon vision for SBA is an

acquisition process that allows robust,

collaborative use of the simulation tech-

nology integrated across acquisition

phases and programs.

Gleeson talked about Lockheed Martin’s

shift toward SBA and the process initia-

tives and technologies they used. The

company’s goal is to support revolu-

tionary reductions in cycle time and cost:

50 percent in development, 50 percent

in manufacturing, and 30 percent in

maintenance. “The emphasis is to en-

able design for affordability,” he said.

Col. Faye gave a very detailed presenta-

tion and discussion of the Joint Strike

“WE OWE IT TO THE TAXPAYERS
AND TROOPS TO MAKE AN
HONEST, FAIR SYSTEM THAT
FOCUSES ON VALUE.”

—DR . ROBERT HERMANN

DEFENSE SCIENCE BOARD
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Fighter program’s use of modeling and

simulation during the entire program

development cycle. “The JSF challenge

is to affordably meet the needs of the

warfighter,” Faye said.

Never Make 
the Same Mistake Twice
Linda Northrop, Director of Software

Systems for the Software Engineering In-

stitute (SEI) at Carnegie-Mellon Uni-

versity, discussed “Architecture Based

Systems.”

In her presentation, Northrop told the

attendees that SEI anticipates and in-

fluences industry’s best practices for the

benefit of the DoD. She urged attendees

to keep in mind the Institute’s strategic

themes:

• Move to the left.

• Reuse everything.

• Never make the same mistake twice.

Moving to the left, she said, simply

means having information to make de-

cisions sooner rather than later. “As part

of the University, SEI wasn’t free to build

their building any way they wanted,”

Northrop said. “We needed to under-

stand how we could map a design into

the standards of the university. You need

to understand that, similarly, software

has its own architecture that must fit the

overall outside system architecture.”

Reusing software technology just makes

sense, Northrop told the conferees. The

DoD needs to consider designing soft-

ware systems that lend themselves to

reuse, for affordability and reliability. The

SEI, offering workshops to military and

industry personnel throughout the year,

can help the DoD move into the 21st

century, “SEI is working to bridge the

gap between the commercial world and

the Department of Defense,” she said.

Breaking Barriers With
Price-Based Acquisition
Stan Soloway led a mid-morning panel

looking at civil-military integration and

getting to Price-Based Acquisition (PBA).

The panel included Dr. Robert Hermann

from the Defense Science Board; William

Stussie, Deputy Assistant Secretary of

the Navy (Air Programs); Maj. Gen. 

Timothy Malishenko, the Air Force Com-

mander of Defense Contract Manage-

ment Command; and Vincent Sullivan,

a contract relations advisor at IBM.

Soloway opened the Panel by introduc-

ing the first speaker, Dr. Bob Hermann,

who gave an overview of PBA, followed

by comments from the Panel members

on Hermann’s presentation.

Beginning his presentation, Hermann

stated four PBA objectives:

• Access to an Integrated Industrial Base

• Access to the Best Technology and

Products

• Reduction in the Cost of Ownership

for DoD Systems

• Protection of the Public Interest

He then began a discussion touting the

virtues of Price-Based Acquisition ver-

sus cost acquisition, listing benefits such

as buying value for price, milestone

billing, commercial practices, the fos-

tering of a competitive environment, and

focusing on outcome values. “We owe it

to the taxpayers and troops to make an

honest, fair system that focuses on

value,” Hermann said. 

In conclusion, Hermann stated that it

will be difficult to change to PBA, but

that it is the only way to gain the ad-

vantages of the commercial sector.

Each member of the panel expressed

very positive views for moving A&T to

PBA. They told of successes and the areas

that still must be developed to make the

move.

One conference attendee spoke up, say-

ing she thought that PBA drives the ac-

quisition community to a “one solution

fits all” attitude. “Out in the field, we

probably need the largest toolbox we

can access,” she said. This was coun-

tered by panel members saying that PBA

would actually result in more flexibility

for acquisition.

“The market has changed and we must

change to gain from the market changes,”

said Stussie. “We have major cultural bar-

riers built up over 50 years. In order to

break through those barriers, we have

to make big changes.”

Taking Advantage of the
Business Revolution
Following lunch, Steven Grundman,

Acting Deputy Under Secretary of De-

fense (Industrial Affairs and Installa-

tions), talked about turning the

declining defense market into the

DoD’s favor. 

“We would like to shape the industry

in our favor,” Grundman said. “In this

market, with downsizing and global-

ization, we have fairly limited leverage

in affecting the industrial base. The

most powerful tool we have is you: what

you buy and how you buy it.”

With the total DoD budget down by

55 percent since the end of the Cold

War, Grundman told the conferees that

acquisition personnel have to find in-

novative ways of working within the

business world. It can be done, he told

the conferees, through six strategies:

innovation, robustness, affordability,

reliability, security, and support.

“WE SEEM TO THINK THAT WE
CAN WAIT FOR THESE
MANDATES AND STRATEGIES TO
COME TO US… B UT OVER THE
LAST TWO DAYS, I THINK WE’VE
MADE SOME REAL PROGRESS
FOR THE FUTURE.”

—PAUL J. HOEPER

ASA(RD&A)
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“Exploiting the revolution in business

affairs to one’s advantage requires the

DoD to use these methods,” Grundman

said.

New Ideas Pave the Way 
to the Future
The fall conference wound to an end

with the Service Acquisition Executives

Panel discussing new ideas and ways of

implementing them.

Dr. Gansler moderated the panel, which

included David Oliver, PDUSD(A&T);

Paul J. Hoeper, Assistant Secretary of the

Army (Research, Development, and Ac-

quisition); Darleen Druyun, Principal

Deputy Assistant Secretary of the Air

Force (Acquisition and Management);

and H. Lee Buchanan, Assistant Secre-

tary of the Navy (Research, Develop-

ment, and Acquisition).

Gansler told the attendees that the con-

ference brought up issues that his office

hopes to resolve, including the cost of

reducing cycle times.

“The President, Vice President, the Ser-

vice Chiefs, and the Under Secretaries

are all much more interested in today’s

readiness than tomorrow’s readiness,”

Gansler said. “But future readiness is di-

rectly related to modernization.”

Druyun added that modernization

wouldn’t be easy with old ways of

thought still in place. “From where I sit,

sometimes Requirements seem ludi-

crous,” she said. “We can really come

out with a much stronger process. Ed-

ucation is going to be the key to what

we’re doing there.”

Buchanan agreed that Requirements

present problems, but said the infor-

mation he takes away from the 

Conference will help shatter miscon-

ceptions. “The preservation of the sta-

tus quo is not serving us well,” he said.

Oliver said he was impressed with

Linda Northrop’s presentation about

the SEI and has already seen success

in the Institute’s work with the DoD.

“What they’ve done for us is working

well,” he said. 

Hoeper told the panel that he’s been at-

tending PEO/SYSCOM Commanders

Conferences for three years, and he’s

heard a lot of discussions about cycle

time reduction and total ownership cost.

But this time, he feels like the DoD is

moving into the 21st century.

“We seem to think that we can wait for

these mandates and strategies to come

to us,” Hoeper said. “But over the last

two days, I think we’ve made some real

progress for the future.”

Editor’s Note: For more information on

the Eighth Semiannual PEO/SYSCOM

Commanders Conference Presentations,

visit the DSAC Web site at http://www.

acq.osd.mil/dsac on the Internet.

RETIRED AIR FORCE LT. GEN . TO M FERGUSON (LEFT), A CONSISTENT SUPPORTER OF EVERY

PEO/SYSCOM COMMANDERS CONFERENCE, ONCE AGAIN DELIVERED THE CONFERENCE OPENING RE-
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